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considerable  overlap.   Some  host  country  factors  (e.g.  the  intensity  of 
expropriation)  are  examined  in  this  paper  and,  due  to  analytical  constraints, 
investigation  of  the  relationship  between  the  relative  importance  of  foreign 
direct  investment  (FDI)  and  expropriations  must  be  delayed. 

Expropriation 

The  taking  or  seizure  of  foreign  owned  property  is  described  by  a 
variety  of  terms  such  as  expropriation,  nationalization,  socialization  and 
confiscation.   While  the  terms  are  analytically  distinct,  their  use  involves 
sufficient  ambiguity  to  result  in  some  confusion  in  the  literature. 
Traditionally  expropriation  is  used  to  refer  to  the  phenomenon  in  general. 
Truitt  defines  it  as  "  .  .  .  an  official  taking  by  a  sovereign  state  of 
tangible  and /or  intangible  property,  which  constitutes  a  direct  investment 
of  alien  corporate  ownership.  The  taking  is  made  with  a  view  toward  the 
continued  exploitation  of  that  property  for  public  use  ..."  (1974:9). 

Expropriation  is  generally  accepted  as  a  sovereign  right- given  both  a 
public  purpose  and  prompt,  adequate  and  effective  compensation.   Taking  of 
property  without  the  latter  becomes  confiscation.   The  dif ficultfi*»  inherent  in 
establishing  when  a  purpose  is  public  (e.g.  to  establish  private  local 

control  of  a  key  sector)  or  what  constitutes  prompt  adequate  or  effective 
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compensation  are  legion  and  have  led  to  a  vast  legal  literature  on  the  subject. 

However,  our  interest  in  the  topic  is  at  one  and  the  same  time  broader, 

and  narrower,  than  the  limits  circumscribed  by  traditional  definitions  of 

expropriation.  We  are  not  concerned  with  (admittedly  important)  issues  such  as 
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compensation,  the  "legality"  of  the  taking  and  the  applicability  of  inter- 
national law.  What  we  are  concerned  with  is  factors  leading  to  the  taking 
of  foreign  property  against  the  will  of  the  owner.  We  are  concerned  with 
what  we  shall  call  -  hopefully  to  minimize  confusion  -  the  forced  divestment 
of  foreign  property. 

The  concept  defines  the  scope  of  the  investigation  as  follows.  First, 
ownership  of  assets  (tangible  or  intangible)  is  of  the  essence.  We  are  not 
concerned  with  abrogation  of  purely  contractual  arrangments  such  as  a 
consultant.    (We  are  very  much  concerned  with  contract  renegotiations 
that  result  in  the  involuntary  divestment  of  property.)  Second,  that  owner- 
ship must  entail  foreign  direct  investment  in  the  sense  of  cross-border 
transfers  of  both  equity  and  managerial  control.  We  have,  for  example, 
tried  not  to  include  the  forced  divestment  of  property  owned  by  permanent 
expatriate  residents.   (Admittedly,  there  are  instances  such  as  the  taking 
of  Portugese  property  in  Angola  in  1975  where  the  distinction  is  quite 
difficult  to  make.) 

Last,  the  divestment  must  be  involuntary.  The  transfer  of  ownership 
takes  place  only  because  of  (generally  public)  coercion.  This  is  obviously 
the  most  difficult  distinction  of  all.   In  some  cases  (e.g.  Cuba  in  1959) 
the  involuntary  nature  of  the  divestment  is  obvious.  However,  while  a 
formal  public  expropriation  may  be  a  relatively  discrete  phenomenon,  a 
variety  of  other  transfers  are  not.  We  are  interested,  for  example,  in  forced 
sales  of  foreign  property  where  it  may  be  quite  difficult  to  distinguish 
between  the  bargaining  posture  of  an  investor  who  may  be   .  - 
quite  happy  to  "get  out"  and  a  legitimate  forced  divestment.   In  fact,  given 
the  wide  range  in  sources  of  coercive  pressure  -  from  an  act  of  parliment  to 


harrassment  over  mirror  licenses  -  the  distinction, itself  may  exist  only 
in  theory.   As  we  shall  see,  the  problem  is  particularly  accute  in  the  case 
of  joint  ventures  with  the  government  when  the  original  public  purchase  may 
have  been  a  "rescue'  operation." 

We  are  thus  concerned  with  the  determinants  of  the  forced  divestment 
(or  the  taking)  of  foreign  enterprise.   Through  the  cross-national  analysis 
of  empirical  data  we  will  attempt  to  delineate  the  factors  which  increase 
the  probability  of  an  involuntary  transfer  of  ownership  of  foreign  property 
to  national  (public  or  private)  hands. 

Following      the  Economic  and  Social  Council  (1974),  the  U.S,  State  Depart- 
ment' (Bureau  of  Intelligence  and  Research,  1975:1)  and  Hawkins  et  al. 
(1976:5)  we  have  coded  four  types  of  forced  divestment: 

1.  Formal  expropriation.  The  taking  of  foreign  property  by  the 
government  under  the  due  process  of  local  law.  This  generally 
entails  an  act  of  parliment  or  an  executive  order  for  which 
proper  authority  exists. 

2.  Intervention.  The  extra-legal  forced  transfer  of  ownership  by 
either  public  or  private  actors.   Interventions  are  often  sudden 
and  unannounced.   An  example  is  the  worker  takeovers  of  foreign 
enterprise  in  Chile  under  the  Allende  regime.  While  some  takings 
were  later  legitimized  by  the  government,  (and  some  were  returned  to 
their  former  owners)  at  the  time  of  seizure  they  were  sudden  extra- 
legal acts. 

3.  Forced  sale.  The  use  of  coercive  powers  of  the  government  (ranging 
from  the  threat  of  formal  expropriation  to  harrassment  of  operations) 
to  induce  involuntary  divestment  through  a  sale  (which  may  or  may 
not  reflect  the  "market"  value)  to  either  public  or  private  parties. 

4.  Contract  renegotiation.   The  use  of  coercive  powers  of  the  govern- 
ment to  force  the  renegotiation  of  contractual  arrangments  which 
results  in  the  effective  transfer  of  ownership,  typically  to  public 
hands.   Generally,  forced  contract  renegotiations  involve  extractive 
sector  concession  agreements.  The  renegotiations  with  Bauxite 
producers  in  Jamaica  provide  a  good  example. 


We  use  socialization  in  the  sense  of  all  (or  virtually  all) 
property  being  transferred  to  the  public  sector  as  a  result  of  a  major 
(and  often  traumatic)  change  in  political-economic  ideology  and  regime. 
(E.g.,  the  USSR  in  1917,  Cuba  in  1959  and  Ethiopia  in  1975.)  Nationalization 
is  taken  to  imply  the  transfer  of  certain  segments  of  economic  activity, 
typically  an  industry,  to  national  owners.   (See  Robinson  1978:412  for  an 
excellent  discussion  of  these  terms.) 

The  Data 

The  choice  of  the  unit  of  analysis  is  at  best  a  compromise.  The  problem 
is  obviously  one  of  comparability.  While  the  basic  unit  "taken"  is  a  firm, 
or  more  correctly  some  proportion  of  its  foreign  equity  ownership,  firms  are 
not  comparable  units.  The  International  Petroleum  Company  taken  in  Peru  in 
1968  and  one  of  233  tea  estates  taken  in  Sri  Lanka  in  1975  are  not  comparable 
entitles  in  the  sense  that  it  would  distort  analysis  to  count  them  both  as  one. 

Given  that  the  prupose  of  this  study  is  to  analyze  the  determinants  of 
forced  divestment  the  unit  of  analysis  should  represent  a  homogenous  (and 
thus  comparable)  taking  of  foreign  enterprise  by  a  host  country.  While  this 
is  obviously  an  ideal,  the  basic  unit  of  analysis  used  in  this  study,  the  l.ct 

is  a  reasonable  approxlamtion.  An  act  is  defined  as  the  forced  divestment  of 
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any  number  of  firms  in  a  single  industry  in  a  single  country  in  a  given  year. 

While  acts  are  not  strictly  comparable  -  there  are  systematic  differences, 

for  example,  in  the  number  and  value  of  firms  taken  per  act  by  sector  - 

they  are  quite  homogeneous  internally  as  to  sector  and  time  (def initionally) , 

ownership  structure,  disposition  after  taking  and  mode  of  taking. 


Data  was  obtained  by  a  systematic  scanning  of  a  wide  variety  of  secondary 
sources  including  Facts  on  File  and  Kessing's  Contemporary  Archives,  area  sources 
such  as  The  African  Reporter  and  the  Asian  Recorder.  The  Economist  Intelligence  Unii 
various  Business  International  Publications,  The  New  York  Times,  and  the 
Wall  Street  Journal  and  U.S.  State  Department  catalogues  of  investment  disputes. 
(Table  A. 2  contains  a  complete  list  of  general  sources.)  In  addition,  many 
more  specialized  studies  of  expropriation  were  consulted;  the  reader  Is 
referred  to  Economic  and  Social  Council  1974:  Annex  2,  for  a  complete 
detail  of  these  sources.  After  expropriations  were  identified,  additional 
data  was  obtained  from  sources  such  as  Who  Owns  Whom,  various  other  direct- 
ories and  Business  International  Publications. 

Several  caveats  are  in  order.   First,  while  we  believe  the  data  base  is 
relatively  complete  and  is  likely  to  include  virtually  all  of  the  significant 
expropriations   from  1960-1976,  there  is  no  way  to  precisely  assess  its 
coverage.   Its  greatest  weakness  is  obviously  its  reliance  on  secondary 
sources.   Thus,  investment  disputes  which  are  not  made  public  will  not  be 
included.  While  we  do  not  believe  this  to  be  a  major  problem,  the  data  base 
may  underrepresent  some  categories  of  forced  divestment  such  as  forced  sales 
to  private  host  country  nationals. 

Second,  as  a  result  of  the  State  Department's  detailed  reporting  of 
investment  disputes,  coverage  of  forced  divestment  of  U.S.  owned  firms  is 
certainly  more  complete  than  for  other  investor  countries.  Last,  as  we  are 


concerned  with  the  determinants  of  forced  divestment  and  not  the  eventual 
disposition  of  property  we  have  included  a  number  of  cases  in  the  file  that 
were  eventually  returned  to  their  owners. 

The  data  base  includes  1535  firms  which  were  forced  to  divest  in  511 
Acts  from  1960-1976.  Takings  6f  firms  from  23  investor  countries  (see  Table 
A.  3)  occurred  in  a  total  of  76  LDCs. 

The  variables  included  in  the  data  base  will  be  discussed  in  detail 
below.   Missing  data  was  minimal  for  the  host  country,  year  of  taking,  sector 
and  number  of  firms  per  act.   Coverage  was  considerably  less  complete  for 
data  on  the  mode  and  reason  for  taking  (  15  and  51%. of  cases  were  missing) , 
ownership  structure  (  27%),  disposition  after  taking  (  18%)  and  the  nationality  of 
the  investor  (14%)Jhus,  findings  involving  the  second  set  of  variables  must 
be  taken  as  considerably  more  tentative  than  those  for  the  first. 

We  will  proceed  by  first  providing  an  overview  of  forced  divestment, 
analyzing  such  factors  as  the  distribution  of  takings  by  time,  region  and 
host  country.  Next,  the  variance  in  vulnerablity  by  industrial  sector  will 
be  explored.   We  will  then  look  at  the  impact  of  the  ownership  structure  of 
the  subsidiary  on  vulnerability,  and  review  factors  such  as  the  form  or  type 
of  taking.   Last,  the  relationship  between  the  nationality  of  the  investor 
and  the  enterprise  vulnerability  will  be  explored. 

An  Overview 

The  data  base  includes  511  acts  of  involuntary  divestment  in  seventy-six 
developing  countries  over  the  years  1960-76.   We  estimate  the  total  number  of 


firms  "taken"  at  1535.   However,  22%  of  tha  firms  (340)  ara  accounted  for 
by  two  wholesale  expropriations  of  agricultural  property  in  Sri  Lanka  (1975) 
and  Angola  (1976) .  Deleting  those  in  the  interest  of  a  more  reasonable 
approximation  of  the  risk  of  forced  divestiture. faced  by  foreign  investors 
leaves  1195  or  approximately  5%  of  a  very  rough  1973  estimate  of  the  total 
number  of  LDC  subsidiaries  of  firms  from  the  developed  market  economies. 

Geographic  Spread 

As  can  be  seen  from  Table  1,  Africa  (42.9%)  and  Latin  America  (27.6%) 
account  for  over  70%  of  the  Acts.   A  comparison  with  the  distribution  of 
stocks  of  FDI  (year-end  1967)  reveals  that  Africa's  share  of  acts  is  almost 
three  times  its  share  of  FDI  while  Latin  Ameria's  is  less  than  half. 


[insert  Table  1] 


Two  points  should  be  noted.  First  Latin  America's  relative  share  of 
FDI  has  declined  marginally  since  1967  and  both  Asia  and  Africa  have  gained 
(U.N.  1978,  p.  260).  Second,  stocks  reported  as  book  value  may  somewhat 
understate  Africa's  relative  share  of  the  number  of  affiliates.  However, 
it  is  clear  that  Africa  accounts  for  a  disproportionally  large  share  of 
forced  divestiture,  the  reasons  for  which  will  be  explored  at  a  later  point. 
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As  would  be  expected,  the  acts  are  not  evenly  distributed  over  the 
host  countries;  less  than  ten  percent  of  the  countries  account  for  over 
one  third  of  the  acts  and  less  than  twenty  percent  account  for  one-half 
(see  Table  A-l).   Forty- four  (587«)  of  the  countries  are  responsible  for 
five  or  less  acts  over  the  seventeen   year  period;  in  fact  the  median  is 
four  and  the  mode  two.   As  differences  in  intensity  of  taking  are  relevant 
to  many  aspects  of  this  study,  the  seventy-six  host  countries  have  been 
divided  into  four  groups  to  facilitate  analysis.   Light  "takers"  include 
44  countries  who  were  responsible  for  five  or  less  acts  over  the  seventeen 
year  period.   The  sixteen  countries  responsible  for  six  to  ten  acts  are 
relatively  light  "takers,"  the  eleven  responsible  for  eleven  to  twenty 
acts  are  relatively  heavy,  and  finally,  the  five  countries  who  account 
for  twenty-one  or  more  acts  each  are  known  as  heavy  "takers." 

The  flow  over  time 

There  has  been  a  marked  acceleration  of  involuntary  divestment  in 
recent  years.   Seventy-three  percent  of  the  acts  occured  from  1970-1976; 
30%  in  1974  and  1975  alone.  At  this  point  we  cannot  judge  whether  the 
apparent  decline  in  takings  in  1976  (38  versus  83  in  1975)  reflects  a  real 
phenonmenon  or  simply  a  lag  in  reporting  by  the  secondary  sources  used  to 
compile  the  data  base. 

(insert  Table  2) 
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The  time  pattern  of  takings  by  both  region  and  intensity  group  (or  class)  of 
country  is  of  interest.  While  26.6%  of  all  acts  occurred  before  1970, 
53. 7%  of  those  in  Asia  and  38.5%  of  those  in  the  Mid-East  did  so.  On 
the  other  hand,  only  17.7%  of  Latin  American  takings  and  20.4%  of  those  in 
Africa  occurred  during  this  period.  The  reasons  for  regional  differences 
are  complex  and  appear  to  flow  from  political  rather  than  investment  related 
(i.e.  sectoral)  factors.  For  example,  date  of  independence  would  appear  to 
be  important.   Indonesia's  takings  fell  into  the  first  period  (1960-69) 
while  all  of  the  acts  attributed  to  relatively  heavy  and  heavy  (more  than  11) 
African  countries  occurred  during  the  second.  While  date  of  independence  is 
not  as  important  in  Latin  America,  environmental  rather  than  investment 
specific  factors  appear  responsible  for  the  concentration  of  takings  in  that 
region  (especially  in  Chile  and  Peru)  after  1970.  As  noted  above,  we  will 
defer  in  depth  analysis  of  the  environmental  determinants  of  involuntary 
divestiture  to  a  follow  up  paper. 

The  only  statistically  significant  difference  by  class  of  country  is 
for  very  light  takers  (1-3  acts)  where  84.5%  of  takings  occurred  from  1970- 
76  versus  73.4%  for  all  acts.    We  would  hypothesize  a  "demonstration 
effect"  where  very  light  takers  require  some  prior  legitimization  — 
provided  by  the  experience  of  other  countries — before  forcing  the  divestment 
of  foreign  enterprises.  This  line  of  reasoning  is  lent  some  credence  by 
the  fact  that  about  30%      of  countries  in  the  very  light  category  (10  of  34) 
are  mid-Eastern  countries  who  nationalized  the  oil  industry  following  the 
successful  Lybian  example  (1969-72)  and  the  strengthening  of  OPEC. 
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Mass  versus  selective  expropriations 

Several  authors  (e.g.,  Weekly,  1977)  have  posited  that  the  early  1960s  rep- 
resented a  "watershed"  of  sorts.  Earlier  expropriations  were  typically  "associated 
with  sweeping  and  violent  upheavals,  which  transformed  the  basic  govern- 
mental structures  and  political-economic  ideologies  of  the  nations 
involved."  The  U.S.S.R.  (1917),  Eastern  Europe  (1946-50)  and  Cuba  (1959-60) 
provide  the  obvious  examples  and  the  Mexican  nationalization  of  the  oil 
industry  (1938)  one  of  the  few  exceptions.  After  the  early  1960s  "watershed", 
it  is  argued,  expropriation  has  become  more  selective  with  single  industries 
and/or  individual  foreign  firms  typically  taken  for  reasonably  specific 
political  and  economic  reasons. 

While  we  would  certainly  agree  with  the  emergence  of  "selective 
expropriation"  as  an  important  phenomenon  after  1960,  we  would  suggest  that 
it  would  be  premature  to  announce  the  death  of  wholesale  takings  of 
property  (foreign  and/or  indigenous)  resulting  from  cataclysmic  political- 
economic  change.  Almost  30%  of  all  acts  after  1965  are  accounted  for  by 
mass  expropriations  following  major  change.   In  some  instances  the  takings 
resulted  from  a  shift  in  political-economic  ideology  (Chile  in  1971  and 
1972  and  Ethiopia  in  1975),  in  others  from  recent  independence  (Angola 
and  Mozambique  in  1975  and  76),  and  in  others  a  combination  of  the  two 
(Algeria  in  1967-72  and  Tanzania  in  1967) ,  While  all  but  two  of  the  instances 
cited  above  were  associated  with  relatively  recent  independence,  a  major 
shift  in  political-economic  ideology  was  both  an  intervening  variable  and 
the  direct  cause  of  the  mass  expropriations.  We  will  return  to  the 
relationship  between  political  instability  and  forced  divestment  in  a 
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later  phase  of  this  study.   However,  at  this  point  It  Is  important  to 

note  that  after  the  early  1960s  we  encounter  two  relatively  important  and 

analytically  distinct  types  of  forced  divestment.  We  shall  see  that  this 

distinction  must  be  kept  in  mind  when  we  analyze  the  relationship  between 

sector  and  forced  divestment.   We  now  turn  to  that  topic. 
Differences  by  sector 

Two  problems  require  discussion  before  the  analysis  of  forced  divest- 
ment by  industrial  sector.   First,  due  to  the  limited  availability  of  FDI 
data  it  is  difficult  to  construct  accurate  and  valid  universe  parameters. 
(Difficulties  are  exacerbated  when  data  is  required  for  a  large  number 
of  countries  disaggregated  by  sector.)   As  the  OECD  study  reporting  FDI  in 
the  LDCs  for  all  Development  Assistance  Committee  countries  disaggregated 
by  sector  as  of  year-end  1967  (OECD  1972)  has  not  been  updated  it  must 
remain  the  basic  source  of  "benchmark"  data.   However,  as  almost  75%  of  all 
acts  occurred  after  1970  we  would  prefer  to  compare  the  sectoral  distri- 
bution of  takings  with  that  of  the  stock  of  FDI  in  the  early  1970s. 
The  available  data  (which  is  considerably  less  detailed  than  the  1967 
OECD  study)  suggests  a  slight  shift  into  manufacturing  and  petroleum  and 
out  of  mining  between  1967  and  1972  (UN  1978:260),   Based  on  both  OECD  and 
U.S.  data,       we  suspect  that  the  sectoral  distribution  of  FDI  in  1967 
understates  the  importance  of  manufacturing  (slightly)  and  banking  and 
insurance  (more  considerably)  and  overstates  the  importance  of  the  ex- 
tractive sector  (moderately)  vis«-a-vis  the  actual  situation  in  the  early 
1970s.9 

The  second  problem  results  from  the  choice  of  the  act  as  the  least 
imperfect  unit  of  analysis.  As  can  be  seen  in  table  3,  the  number  of 
firms  per  act  varies  from  9,3  in  the  agricultural  sector  and  6,0  in 
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banking  to  1.5  In  mining  and  construction.   (However,  the  agricultural 
sector's  46  acts  involve  two — in  Sri  Lanka  and  Angola — which  alone  account 
for  340  firms.  The  remaining  44  acts  average  2.0  firms),  In  addition, 
the  average  firm  size  varies  considerably  by  sector,  with  manufacturing, 
trade  and  financial  sector  firms  typically  much  smaller  than  those  in 
mining  and  petroleum.   Thus,  while  the  act  remains  the  best  compromise  as 
a  unit  of  analysis,  the  sectoral  distribution  of  acts  is  not  directly 
representative  of  the  sectoral  distribution  of  takings  on  a  value  of 
firm  basis. 

Table  3  compares  the  distribution  of  acts  with  that  of  FD1  (year- 
end  1967)  by  industrial  sector.  The  primary  sectors  account  for  over  40% 
of  all  acts  with  manufacturing  following  in  relative  importance  (27%) . 
Banking  and  insurance  combined  represent  12%  with  no  other  sector  account- 
ing for  more  than  6%  of  the  total.  The  sectoral  distribution  of  takings 
is  quite  comparable  with  the  only  other  recent  empirical  study  of  takeovers 
of  foreign  firms. 

(insert  Table  3) 

However,  it  is  reasonable  to  suggest  that  table  3  tends  to  overstate 
the  relative  importance  of  forced  divestment  of  manufacturing  firms  (versus 
manufacturing  FDI)  and  understates  that  of  mining  and  petroleum.  Adjusting 
for  firm  size,  the  number  of  firms  per  act  and  the  moderate  shift  into  manu- 
facturing FDI  after  1967  would  result  in  a  considerably  lower  share  of  takings 
than  FDI  on  a  value  basis.  Nonetheless,  the  relatively  high  incidence  of 
manufacturing  takings  is  clearly  of  interest  and  will  be  analysed  in  detail 
below. 
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The  extractive  sectors  relatively  lower  share  of  acts  than  FDI   is 
due  entirely  to  the  petroleum  firms  who  account  for  19%  of  the  acts  and 
33%  of  book  value  as  of  year-end  1967.   However,  adjusting  for  sine  of 
firm  (the  average  petroleum  firm  is  four  times  the  size  of  the  "average 
subsidiary")  might  well  result  in  a  reversal  of  this  relationship. 

The  case  of  banking  is  more  ambiguous  as  both  figures  are  somewhat 
distorted;  by  the  early  1970s  the  percentage  of  FDI  in  banking  was  at 
least  double  that  reported  for  1967  and  the  percentage  of  banking  firms 
taken  is  clearly  understated  by  acts.   However,  the  conclusion  that  banking 
(and  perhaps  insurance)  is  a  "high  risk"  sector  is  inescapable.   Its  share 
of  takings  is  probably  at  least  twice  its  share  of  FDI. 

Sector  and  class  of  taker 

The  analysis  of  relative  vulnerability  by  industrial  sector  is  mislead- 
ing if  we  consider  the  entire  group  of  seventy- six  countries  a  homogeneous 
entity.  As  noted  above,  the  distinction  between  mass  and  selective  takings, 
between  countries  grouped  by  what  we  call  class  of  "taker,"  is  quite  important. 
Table  4  shows  the  distribution  of  acts  by  sector  disaggregated  by  class  (from 
light  to  heavy)  of  taker. 

(insert  Table  4) 

It  is  immediately  obvious  that  the  sectoral  distribution  of  acts  differs 
significantly  by  class.  The  more  selective  "takers"  --  and  especially  the 
44  countries  classed  as  light  "takers"  --  tend  to  concentrate  on  sectors  which 
are  traditionally  presumed  to  be  more  vulnerable  to  expropriation.  First,  the 
extractive  sectors  which  raise  basic  questions  about  foreign  ownership  of  natur- 
al resources,  are  often  export  oriented  and  poorly  integrated  into  the  local 
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is  relatively  mature  and  often  widely  available.   Second,  at  least  relative 
to  stocksoof  FDI,  banking  and  insurance  where  foreign  ownership  raises  ques- 
tions of  control  over  the  economy  and  national  security.   However,  even  among 
the  more  selective  takers  manufacturing  forced  divestments  are,  perhaps  sur- 
prisingly, important,  accounting  for  20%  of  all  acts  among  countries  respon- 
sible for  twenty  or  less  acts  over  the  seventeen  year  period. 

Among  the  heavy  "takers,"  the  five  countries  which  are  characterized  by 
mass  expropriation,  the  situation  is  quite  the  reverse.   All  extractive  ex- 
propriations combined  account  for  only  twenty-eight  percent  of  acts  and  the 
manufacturing  sector  accounts  for  almost  one-half. 

Table  5  reports  the  other  dimension  of  the  matrix;  the  percentage  of  all 
acts  in  a  given  sector  accounted  for  by  countries  classed  as  light  and  heavy 
takers.  Again,  the  contrast  between  the  petroleum  and  manufacturing  sectors 
is  of  interest.   Five  countries  (heavy  "takers")  account  for  487o  of  all  manu- 
facturing acts.   The  remaining  72  acts  are  spread  over  the  36  other  countries 
taking  manufacturing  firms.   On  the  other  hand,  heavy  takers  are  responsible 
for  only  13%  of  acts  in  the  petroleum  sector;  in  fact,  light  takers  account 
for  397o.   The  figures  for  the  mining  sector  are  comparable,  if  markedly  less 
pronounced. 

(insert  Table  5) 

Put  another  way,  the  results  imply  that  almost  one-half  of  the  manufac- 
turing takings  were  not  selective,  but  rather  were  swept  up  in  large  scale 

12 

socializations  of  a  country's  economy.    The  remaining  forced  divestments  of 

manufacturing  firms  were  much  more  selective,  averaging  only  two  acts/country. 
On  the  other  hand,  takings  of  petroleum  and  mining  firms,  as  well  as  those  in 

the  utility  and  banking  sectors,  were  much  more  selective  and  widespread. 
Fifty- four  of  the  76  countries  took  petro- 
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leum  firms;  in  fact  petroleum  was  the  only  sector  in  which  the  majority  of 
countries  forced  divestment.   The  average  number  of  acts/country  over  the 
entire  17  year  period  are  1,8  for  petroleum,  2,1  for  mining,  1,4  in  utilities 
and  1.3  for  banking. 

These  findings  are  reinforced  when  one  reviews  the  reason  for  taking 
by  sector.  As  we  were  only  able  to  code  a  reason  for  taking  (socialization 
of  the  entire  economy,  nationalization  of  the  industry  or  other)  for  about 
half  of  the  cases,  the  results  of  a  cross-tabulation  of  reason  by  sector 
must  be  taken  as  no  more  than  suggestive.  They  do,  however,  support  our 
argument.  While  only  18%  of  all  acts  (for  which  data  was  available)  were 
taken  under  circumstances  coded  as  socialization,  33%  of  those  in  the 
manufacturing  sector  fell  in  that  category.   On  the  other  hand,  only  5%  of 
mining  or  petroleum  acts,  6%  of  utilities  and  14%  of  banks  were  so  classi- 
fied. Seventy  seven  percent  of  petroleum  acts,  59%  of  utilities  and  81% 
of  those  in  the  banking  sector  were  taken  much  more  selectively;  under 
circumstances  coded  as  nationalization  of  an  industry  (either  all  firms 
or  all  foreign  firms) , 

To  return  to  a  point  made  earlier,  the  early  1960s  does  represent  a 


watershed  of  sorts  in  the  forced  divestment  of  foreign  enterprise.  The 
transition  however  was  not  from  a  world  where  forced  divestment  was  primarily 
associated  with  cataclysmic  political-economic  change  to  one  where  the 
taking  of  foreign  investment  was  almost  entirely  selective.  Rather,  the 
world  since  the  early  1960s  has  become  considerably  more  complex  with 

"wholesale"  and  selective  takings  both  accounting  for  a  significant  pro- 
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portion  of  forced  divestments. 
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The  sectoral  distribution  over  time 

We  differ  from  other  empirical  studies  (i.e.,  Hawkins  1976  and 
Truitt  1973)  in  that  we  find  no  evidence  of  significant  shifts  in  the 
sectoral  distribution  of  forced  divestment  over  time.  As  can  be  seen 
in  table  6,  while  the  manufacturing  sector's  share  did  increase  from 
25%  in  1960-69  to  28%  in  1970-76,  the  increase  was  neither  dramatic  nor 
statistically  significant.  Far  from  declining,  the  extractive  sector's 
proportion  of  takings  rose  marginally,  from  28%  in  the  first  period  to 

33%  in  the  second.   (The  total  represents  a  one  percentage  point  decline 

14 
in  mining  and  a  four  point  increase  in  petroleum  takings). 


(insert  table  6) 


In  fact,  the  only  significant  (at  the  .05  level)  differences  are 
found  in  the  share  of  acts  accounted  for  by  utilities  (from  10%  in  1960- 
65  to  57o  in  1970-76)  and  construction  and  service  firms  (from  1%  to  5%), 
although  the  drop  in  the  proportion  of  takings  attributable  to  insurance 
firms  is  also  of  interest  (6%  to  3%). 
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The  nationalization  of  public  utilities  was  an  early  priority  for  many 
countries  for  rather  obvious  reasons.  While  only  19%  of  all  acts  recorded 
between  1960  and  1976  occurred  before  1968,  36%  of  all  utilities  taken  over 
the  seventeen  year  period  had  been  forced  to  divest  before  that  year.  Given 
that  there  were  a  large  number  of  utility  nationalizations  before  1960 
(Hawkins  et  al  report  that  one  third  of  the  nationalization  of  U.S.  utilities 
from  1946-1973  occurred  before  1961) ,  we  suspect  that  most  foreign  firms 
in  this  sector  were  in  public  hands  by  1970. 

While  the  proportion  of  FDI  in  construction  and  services  is  not  readily 
available,  large  scale  flows  in  these  sectors  appear  to  be  a  rather  new  phen- 
omenon  and  we  hypothesize  that  the  relative  increase  in  takings  in  these 
sectors  simply  reflects  an  increase  in  their  share  of  stocks  of  investment. 
The  reason  for  the  decline  in  the  proportion  of  takings  accounted  for  by 
insurance  firms  is  somewhat  less  clear,  especially  in  light  of  the  fact 
that  takings  of  banks  became  relatively  more  important  after  1970.  The 
trend  may  be  an  artifact  resulting  from  the  relatively 

large  numbers  of  takings  of  insurance  firms  in  Asian  countries  during  the 
1960s  (Asia  accounted  for  only  11%  of  all  takings,  but  30%  of  those  involving 
insurance  firms.) 

We  found  no  evidence  to  support  a  hypothesis  that  takings  of  extractive 
firms  precede  those  in  the  manufacturing  sector  and/or  increase  the  vulner- 
ability of  the  latter.   In  the  35  countries  taking  both  extractive  (in  this 
case  only  mining  or  petroleum)  and  manufacturing  firms,  only  13  forced 
divestment  of  the  former  first.   In  twelve  countries,  the  first  extractive 
and  manufacturing  acts  took  place  in  the  same  year  and  10  countries  actually 
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took  manufacturing  firms  first. 

Thus,  while  we  certainly  would  agree  that  extractive  firms  are  more 
vulnerable  to  expropriation  than  those  in  manufacturing  (and  again,  our 
data  significantly  understates  the  value  of  takings  of  the  former  relative 
to  the  latter),  the  forced  divestment  of  manufacturing  firms  appears  to  be 
a  surprisingly  important  phenomenon.  We  now  turn  to  a  closer  look  at  it, 

The  taking  of  manufacturing  firms 

While  manufacturing  takings  are  reported  in  a  relatively  large  number 
of  industries,  five  account  for  almost  half  (46%)  of  all  acts;  food  products, 
beverages,  textile  and  apparel,  leather  and  footwear,  and  basic  metals. 

Table  7  compares  the  distribution  of  manufacturing  takings  by  industry 
with  that  of  manufacturing  FDI,   (The  latter  are  based  upon  numbers  of 
subsidiaries  so  that  the  units  of  analysis  are  directly  comparable,) 
The  findings  are  of  considerable  interest, 

(insert  table  7') 

Five  industry  groups  account  for  a  significantly  greater  proportion 
of  takings  than  direct  investment;  food,  beverages,  tobacco,  leather  and 
footwear,  and  cement  stone  and  clay.  While  only  in  the  case  of  drugs  is 
the  proportion  of  takings  significantly  lower  than  that  of  investment,  both 
general  chemicals  and  plastics  show  a  marked  tendency  (significant  at  ,10) 
in  that  direction. 

The  manufacturing  industries  most  vulnerable  to  forced  divestment 
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differ  from  the  remainder  among  two  dimensions.  First,  and  perhaps  most 

important,  they  are  all  quite  obviously  industries  in  which  technology  is 

16 
mature  and  R&D  expenditures  are  relatively  low  or  even  unimportant. 

We  may  certainly  presume  that  the  perceived  value  of  investment  in  these 

industries  to  the  host  country  in  terms  of  transfer  of  technology  (and 

perhaps  management)  is  considerably  lower  than  would  be  the  case  in  many 

of  the  other  industries. 

Second,  while  the  point  cannot  be  supported  empirically,  it  would 

certainly  appear  that  none  of  these  five  industries  are  very  tightly 

integrated  internationally,   A  shoe  factory,  for  example,  is  a  relatively 

complete  entity  that  is  typically  not  dependent  on  its  parent  system  for 

either  inputs  or  the  disposal  of  output, 

The  three  manufacturing  industries  which  tend  to  be  least  vulnerable 

characteristics . 
to  forced  divestment iihave  quite  the  opposite..  Drugs,  chemicals  and  plastics 

are  all  both  relatively  research  intensive   and  globally  integrated.   Thus, 

it  would  appear  that,  at  least  on  this  point,  the  conventional  wisdom  holds. 

Manufacturing  firms  are  more  vulnerable  to  the  extent  that  they  are  in 

industries  in  which  technology  is  mature  and  thus  both  the  perceived  value 

of  inputs  to  the  host  country  and  the  difficulty  of  successfully  running 

the  enterprise  are  lower.  They  also  appear  more  vulnerable  if  the  industries 

are  not  integrated  globally  and  the  local  subsidiary  is  thus  more  valuable 

as  an  entity- in-itself. 
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Surprisingly,  the  findings  are  not  changed  when  one  disaggregates 
by  class  of  taker.   In  fact,  there  are  few  significant  differences 
between  the  distribution  of  manufacturing  acts  taken  by  mass  and  sel- 
ective expropriators.   Specifically  comparing  heavy  "takers"  (twenty- 
one  or  more  acts  over  the  seventeen  year  period)  with  the  remainder 
of  the  countries  one  finds  significant  differences  in  only  three  in- 
dustries. All  of  the  tobacco  and  machinery  acts  were  taken  by  coun- 
tries classed  as  more  selective  (twenty  or  less  acts)  and  all  of  the 
acts  in  the  pulp  and  paper  industry  occurred  in  countries  classed  as 
heavy  "takers." 
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The  impact  of  ownership  structure 

Both  academic  and  managerial  sources  regard  the  ownership  structure 
as  an  important  variable  affecting  the  vulnerability  of  FDI  to  political 
risk  in  general  and  forced  divestment  in  particular. 

We  coded  two  relevant  variables;  equity  structure  (74%  coverage)  and  owner- 
ship structure  (72%) ,   The  former  measures  whether  firms  in  on  act  are 
foreign  owned  (85%  or  more),  majority  or  minority  joint  ventures.  The 
latter  measures  whether  the  firms  are  wholly  owned  (85%  or  more  by  a  single 

foreigner),  or  joint  ventures  with  the  host  government,  local  private  partners, 

18 
other  foreign  firms  or  both  foreign  firms  and  the  host  government, 

Seventy-three  percent  of  the  takings  involved  firms  which  were  wholly 
owned  subsidiaries  of  one  foreign  parent,  An  additional  8%  were  wholly 

owned  by  two  or  more  foreign  parents;  in  total  83%  of  the  takings  were 

19 
wholly  owned  by  foreigners.    As  can  be  seen  from  table  8,  15% 

were  joint  ventures;  11%  majority  and  4%  minority.  Thirteen  percent  of  all 

forced  divestment,  including  all  minority  joint  ventures  taken,  Involved 

local  government  participation.  In  fact  only  2%  of  all  takings  involved 

joint  ventures  with  local  partners, 

(insert  table  8  ) 

Thus,  on  first  glance,  it  would  appear  that  a  joint  venture  with  local 
partners  lowers  vulnerability  to  forced  divestment  while  sole  foreign 
ownership  and, most  interestingly,  joint  ventures  with  the  local  government 
increase  vulnerability.  These  findings  are  in  agreement  with  those  of 
previous  research  (Bradley  1977  and  Truitt  1974),  However,  to  make  reasonably 
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rigorous  statements  about  the  effect  of  equity  and  ownership  structure  on 
vulnerability  to  forced  divestment,  we  must  compare  the  distribution  of 
takings  to  that  of  universe  parameters.  That,  alas,  is  easier  said  than 
done. 

While  data  on  the  ownership  structure  of  all  FDI  is  not  available,  the 
Harvard  project  reports  detailed  statistics  for  manufacturing  firms.  Table  9 
compares  the  distribution  of  equity  structure  across  manufacturing  FDI  and 
manufacturing  takings,  with  the  former  weighted  to  reflect  the  distribution 
of  manufacturing  investment  in  the  LDCs  as  of  year-end  1967,   (Note  that 
the  Harvard  study  defines  a  wholly  owned  subsidiary  as  95%  or  more  of  equity 
while  we  use  85%) , 

(insert  table  9  ) 

Several  points  can  be  noted.  First,  the  percentage  of  manufacturing 
takings  involving  joint  ventures  (30%)  is  twice  that  for  all  acts  (15%) . 
Second,  it  is  quite  clear  that  wholly  owned  subsidiaries  are  considerably 
more  vulnerable  to  forced  divestment  than  joint  ventures.  Wholly  owned 
subsidiaries  share  of  takings  was  1,5  that  of  FDI,  while  Joint  ventures  was 
only  57%.  The  ratio  was  particularly  striking  for  minority  joint  ventures 
whose  share  of  takings  is  less  than  one-third  its  share  of  FDI, 

While  it  is  more  difficult  to  find  statistics  on  the  type  of  partner, 
based  on  data  reported  by  the  Harvard  project  (Curhan,  Davidson  &  Suri  1977), 
it  appears  as  if  only  2%  of  the  U.S.  manufacturing  subsidiaries  in  the  76  coun- 
tries in  this  study  involved  joint  ventures  with  the  government.  Yet,  11% 
of      manufacturing  acts  in  which  there  were  one  or  more  U.S.  "links" 
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fell  In  that  category.  Thus,  while  joint  ventures  with  local  partners  do 
appear  to  reduce  vulnerability  to  forced  divestment,  partnerships  with 
local  governments  appear  to  very  markedly  increase  the  risk.   Several 
hypotheses  can  be  put  forth  to  explain  this  phenomenon. 

The  first  posits  that  partnerships  with  a  government  are  Inherently 
dangerous.  A  small  taste  whets  the  appetite  for  the  whole  morsel.  A 
second  would  suggest  that  joint  ventures  with  the  government  are  likely  to 
take  place  in  rather  sensitive  industries  to  begin  with,  where  increased 
public  participation  is  always  a  possibility.  The  last  notes  that  the 
history  of  the  joint  venture  may  well  be  material.  The  government  may  have 
entered  the  partnership  to  prevent  enterprise  failure  and  then  find  that 
a  partial  solution  does  not  suffice. 

While  a  "test"  of  the  three  alternative  hypotheses  would  require  detailed 
case  studies,  some  relevant  conclusions  can  be  drawn  from  this  analysis. 
Table  10  compares  the  sectoral  distribution  over  the  40  takings  involving 
government  partnerships  with  that  for  the  total  of  511  acts, 

(insert  table  10) 

Infrastructure  investments— ie,  transport  and  communications,  and 
construction —  account  for  28%  of  government  partnerships  taken  and  only 
7%  of  all  takings.  Thus  it  is  not  unreasonable  to  suggest  that  an  important 
proportion  of  cases  involved  firms  that  might  have  been  vulnerable  at  the 
outset;  where  the  government's  concern  going  in  was  national  security  or 
control.  The  joint  ventures  with  the  government  in  manufacturing  are  not 
concentrated  in  any  sub-sectors,  although  they  appear  somewhat  more 
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technologically  Intensive  (including  management)  than  does  the  sample  as 
a  whole. 

Thus,  we  would  suggest  that  the  second  hypothesis  (that  the  industries 
were  sensitive  in  the  first  place)  is  clearly  important.  The  first  and 
third  are  neither  consistent  nor  inconsistent  with  the  data  and  clearly 
require  further  analyses. 

The  form  of  taking  and  status  after  divestment 

Using  information  available  in  secondary  sources,  we  were  able  to  code 
the  form  or  type  of  taking — nationalization,  intervention,  forced  sale,  or 
contract  renegotiation — for  85%  of  all  acts.  As  might  be  expected,  formal 
nationalizations  were  the  most  prevelant  form  of  taking,  accounting  for 
exactly  half  of  all  acts.  Forced  sales  followed  (32%  of  acts)  with  extra- 
legal interventions  (9%)  and  contract  renegotiations  (8%)  of  considerably 
less  importance.  The  distribution  was  quite  stable  over  time  with  only 
marginal  shifts  in  relative  importance  of  type  of  taking  evident  when  early 
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(1960-69)  and  later  (1970-76)  periods  are  compared.  The  distribution  of 
type  of  taking  does  vary  significantly  by  sector  and  by  region. 

Table  11  contains  cross-tabulations  of  type  of  taking  by  sector  and 
region.  Several  points  are  of  interest.  As  one  would  expect,  contract 
renegotiations  are  a  significantly  (at  .05)  more  important  source  of 
forced  divestment  in  the  mining  and  petroleum  sectors  and  are  almost  neg- 
ligible among  manufacturing,  trading  and  financial  sector  firms  where  con- 
cession agreements  and  other  contractual  arrangements  are  not  an  important 
element  in  the  investment  process.  Forced  sales  are  significantly  more 
Important  as  a  divestment  mechanism  in  the  utility  and  banking  sectors  and 
tend  to  be  much  less  important  (than  for  the  average  act)  in  insurance, 
service  and  construction,  and  transport  and  communication.  The  differences 
within  the  financial  sector  (74%  of  all  insurance  acts  involved  national- 
ization as  opposed  to  only  55%  of  those  in  the  banking  sector)  is  a  function 
of  the  relatively  large  number  of  insurance  nationalizations  in  Asia  during 
the  1960s. 

(insert  table  11) 

Extra-legal  interventions  are  relatively  more  important  in  manufacturing, 
trade,  and  service  and  construction.  Thirty-five  percent  of  all  interventions 
and  55%  of  those  in  the  manufacturing  sector  occurred  in  Chile  as  a  result 
of  worker  takeovers  of  enterprises  during  the  Allende  period.  We  would 
hypothesize  that  the  relatively  high  number  of  interventions  in  these  three 
sectors  can  be  explained  by  two  factors.  First,  they  are  less  likely  to  be 
objects  of  national  (and  thus  official)  concern  than  sectors  such  as  mining, 
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petroleum  and  finance  in  which  local  ownership  is  likely  to  be  perceived 

as  essential  to  national  security, control  over  the  economy  or  both.  Second, 

as  opposed  to  the  extractive  sectors,  they  are  more  likely  to  be  comprised 

of  a  relatively  large  number  of  small  firms  which  may  not  attract  direct 

21 
national  attention. 

While  there  is  a  good  deal  of  variation  in  its  importance,  nation- 
alization is  the  dominant  form  of  taking  in  every  sector  but  utilities. 
As  noted  above,  it  tends  to  be  relatively  less  important  in  the  mining  and 
petroleum  sectors  where  contract  renegotiations  and  sales  are  important 
vehicles  for  forcing  divestment.  The  distribution  of  type  of  taking  by 

region  generally  reflects  sectoral  differences.  The  one  interesting  ex- 

222 
ception  is  the  relative  unimportance  of  interventions  in  Africa. 

Almost  all  of  the  firms  taken  remained  in  the  public  sector  after  divest- 

mentjin  only  4%  of  acts  were  firms  transferred  to  local  private  owners.  The  vast 

majority  of  transfers  to  private  hands  occurred  in  Latin  America  (81%; 

63%  in  Mexico,  Peru  and  Venezuela  alone)  and  one-half  were  manufacturing 

firms.  We  would  suggest  that  the  concentration  in  Latin  America  reflects 

the  relatively  well  developed  local  industrial  base  in  that  region.  As 

would  be  expected  most  transfers  to  private  owners  (71%)  resulted  from 

forced  sales.  One  note  of  caution  is  necessary.   It  is  quite  possible  that 

there  is  a  bias  in  the  data  against  transfers  to  local  private  owners  as 

the  line  between  a  forced  and  a  "voluntary"  divestment  is  clearly  most 

difficult  to  establish  for  sales  where  private  parties  are  likely  to  be 

the  "buyer".  However,  we  suspect  that  better  information  would  not  result 

in  major  modifications  of  the  overall  conclusion;  the  vast  majority  of 

foreign  firms  forced  to  divest  in  the  LDCs  end  up  in  the  public  sector. 
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The  home  country 

It  is  reasonable  to  ask  whether  the  nationality  of  the  investor  is 
material  in  assessing  the  vulnerability  of  an  enterprise  to  forced  divest- 
ment. While  a  definite  answer  requires  utilizing  the  host  country  rather 
than  the  act  as  the  unit  of  analysis,  we  can  shed  some  light  on  the  question 
at  this  point.  For  each  act,  we  leave  coded  the  total  number  of  "links" 
between  each  of  the  ten  major  investor  countries  and  firms  taken  in  that 
act.   However,  using  "links"  as  the  unit  of  analysis  entails  the  same  diffi- 
culties as  would  using  firms  for  that  purpose.  Thus,  to  analyze  the  import- 
ance of  home  countries  we  compare  the  number  of  acts  in  which  each  had  one 
or  more  links.   (The  total  for  all  home  countries  will  obviously  exceed  the 
number  of  acts.)  This  indicator  is  both  comparable  and  valid  as  the  number 

of  firms  per  act  is  typically  quite  low  (the  median  and  mode  are  both  1) 
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and  one  investor  country  generally  dominates  multi-firm  acts. 

Table  12  compares  the  distribution  of  takings  by  home  country  with  that 

of  FDI  in  the  76  LDCs  included  in  this  study. 

(insert  table  12) 

As  can  be  seen,  the  three  major  investor  countries  account  for  the  bulk  of 
both  FDI  (78%)  and  takings  (727,).  At  first  glance,  U.S.  FDI  appears  some- 
what less  vulnerable  to  forced  divestment  than  that  of  the  U.K. ,  France, 
the  Netherlands  or  Italy.   However,  as  neither  takings  nor  FDI  are  distri- 
buted evenly  across  sectors  or  regions,  the  aggregate  statistics  can  be 
misleading. 
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Table  13  presents  two  attempts  to  evaluate  the  Impact  of  nationality 
of  investment  on  vulnerability  to  forced  divestment,  given  that  the  risk 
of  expropriation  is  not  evenly  distributed  across  all  FDI.   First,  we  com- 
pare the  share  of  takings  for  each  of  the  five  major  investor  countries  with 

their  share  of  FDI,  with  the  latter  weighted  to  reflect  differences  in  the 
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vulnerability  of  FDI  to  forced  divestment  across  the  four  regions.    The 

second  chart  contains  an  index  of  vulnerability  computed  by  subtracting  each 

home  country' 8  share  of  takings  from  its  share  of  FDI  in  each  region,  weighting 
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by  the  proportion  of  acts  in  that  region  and  summing.    Thus,  a  positive  num- 
ber reflects  relatively  lower  vulnerability  and  a  home  country  which  had  an 
identical  share  of  FDI  and  takings  in  each  region  would  score  zero. 

Again,  any  findings  must  be  very  tentative  as  there  are  biases  in  the  cover- 
age of  forced  divestment  by  home  country  and  takings  (based  on  the  number  of 
firms)and  FDI  (based  on  book  value)  are  obviously  not  comparable.   However,  it 
does  appear  that  U.S.  nationality  makes  FDI  somewhat  more  vulnerable  to  forced 
divestment  than  that  of  the  U.K.  or  France.  Interestingly,  the  Netherlands 
investment  is  considerably  more  vulnerable  than  that  of  any  of  the  other  major 
investor  countries.   We  would  suggest  that  U.S.  investment  is  considerably  less 
vulnerable  than  one  might  expect  given  its  dominant  position  (versus  all  FDI) 
in  many  host  countries. 

One  last  point  is  of  considerable  interest;  the  relationship  between  home- 
host  country  ties  and  enterprise  vulnerability.  To  facilitate  analysis,  sixty- 
six  of  the  host  countries  were  coded  as  within  the  "sphere  of  influence"  of  one 
of  six  investor  countries  (nine  were  considered  relatively  independent).   In 

most  cases  the  relationship  is  an  ex-colonial  one;  in  the  case  of  the  U.S.  most 
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of  Latin-America  was  considered  to  be  within  its  "influence."    Table  14  then 

compares  each  home  country's  share  of  takings  and  its  share  of  FDI  in  four  groups 

of  countries  coded  as  falling  under  U.S.,  U.K.,  French  and  Belgium  influence 

respectively. 
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The  results  are  quite  interesting.   Leaving  the  U.S.  aside  for  a  moment, 
the  investment  of  each  of  the  three  ex-mother  countries  is  least  vulnerable 
in  its  ex-colonies.  The  U.K.*s  share  of  takings,  for  example,  is  only  79% 
of  its  share  of  FDI  in  ex-British  colonies,  while  it  is  over  twice  as  great 
in  ex- French  colonies.   One  could  obviously  draw  a  number  of  conclusions  from 
this  finding,  based  upon  one's  theoretical  assumptions.  A  "dependent is ta" 
would  find  the  results  an  obvious  manifestation  of  the  substitution  of  in- 
direct "economic"  control  mechanisms  for  direct  colonial  control.   However, 
one  could  also  argue  that  the  differences  in  vulnerability  reflect  greater 
familiarity  with  the  host  country's  economic,  social  structure  and  politics 
on  the  part  of  investors  from  the  ex-mother  country.   The  sun  may  still  not 
have  set  on  the  English  language  and/or  a  civil  service  based  upon  an  English 
model. 

The  results  do  not  hold  for  the  U.S.   While  its  investors  are  not  as 
vulnerable  in  areas  we  have  coded  as  falling  under  its  influence  as  they 
are  in  ex- French  or  British  colonies,  the  U.S.  share  of  takings  is  nine  per- 
cent greater  than  its  share  of  FDI  in  its  "sphere  of  influence."  The  most 
immediate  explanation  is  that  its  sphere  of  influence. is  not  comparable. to. 
that  of  the  ex- colonial  countries.   U.S.  hegemony  in  the  Western  hemisphere 
had  declined  significantly  by  the  early  1970s. when  three  fourths  of  the  acts 
took  place.  There  are  also  major  differences  in  relations  with  the  U.S.  by 
country;  Peru  is  clearly  not  Nicaragua.   The  U.S.  has  also  "suffered"  the 
disadvantages  of  dominance  in  terms  of  pent  up  anger  and  frustration  without 
the  advantages  of  familiarity  of  language  and  infra-structure  that  comes  from 
a  colonial  relationship. 

It  should  be  clear  that  given  limitations  of  the  data  we  can  do  no  more 
than  suggest  hypotheses  relating  the  nationality  of  the  investor  and  enter- 
prise vulnerability  to  forced  divestment.   The  subject  does  appear  to  justify 
further  study. 
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Conclusions 

Before  attempting  to  draw  any  conclusions,  It  should  again  be  noted 
that  the  nature  of  the  data  limits  the  degree  of  confidence  one  can  have 
in  the  findings.  We  would,  however,  suggest  the  following  as  reasonable 
hypotheses: 

1.  While  the  importance  of  expropriation  may  have  been 
overstated  in  the  past  due  to  the  dramatic  nature  of 
individual  events,  it  is  a  significant  source  of  business 
risk.   Furthermore,  the  incidence  of  expropriation  has  in- 
creased sharply,  in  both  absolute  and  relative  terms,  since 
1970.  The  number  of  Acts/year  for  1971-75  was  double  that 
for  1966-70. 

2.  It  is  not  reasonable  to  make  general  statements  about  a 
typical  expropriation  or  even  the  relative  vulnerability  of 
industrial  sectors.  Both  selective  expropriations  which  are 
industry  and  perhaps  even  firm  specific  and  mass  expropri- 
ations where  a  large  percentage  of  foreign  Investment  (or 
all  private  property)  is  taken  following  political- economic 
change  remain  important.   In  countries  where  selective  expro- 
priation was  the  rule,  firms  in  the  extractive  (petroleum 
and  mining)  and  the  banking  sectors  appear  most  vulnerable. 
In  fact  54  of  the  76  host  countries  "took"  petroleum  firms 

at  least  once  over  the  seventeen  year  period. 

3.  The  forced  divestment  of  manufacturing  firms  is  sur- 
prisingly important,  accounting  for  27%  of  all  Acts.   Further- 
more, it  is  not  a  new  phenomenon  as  the  manufacturing  sector's 
share  of  all  acts  has  not  varied  significantly  over  the  17 
year  period. studied.  Mature  technology,  relatively  low 
R&D  spending  and  a  lack  of  global  integration  appear  to 
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increase  enterprise  vulnerability  within  the  sector. 
4.  Both  dominant  foreign  ownership  and  joint  ventures 
with  the  host  country  government  appear  to  increase 
enterprise  vulnerability  to  forced  divestment.   Joint 
ventures  with  local  partners  appear  to  reduce  it.  Al- 
most all  firms  forced  to  divest  remain  in  public  hands. 
5.   The  nationality  of  the  investor  does  appear  to  be 
material.   While  conclusions  must  be  even  more  tentative 
in  this  area  than  in  the  study  at  large,  we  would  hypo- 
thesize that  U.S.  nationality,  perhaps  because  it  is  the 
dominant  source  of  FDI,  increases  vulnerability  of  the 
enterprise  to  forced  divestment.   Interestingly,  FDI 
flowing  from  an  ex- colonial  mother  country  appears  less 
vulnerable  in  its  ex- colonies  than  elsewhere. 


Footnotes 

1.  The  author  would  like  to  thank  David  Jodice  of  Harvard  University  and  Ken 
Rodman  of  MIT  for  their  assistance  in  this  study.  The  Centre  for  Trans- 
national Corporations  provided  support  for  development  of  the  data  base. 

2.  The  nucleus  of  the  data  base  (875  of  1535  firms)  was  compiled  by  the 
United  Nations  Economic  and  Social  Council.   See  Economic  and  Social  Council 
(1974)  for  a  description  of  the  original  data. 

3.  Gillian  White,  Nationalization  of  Foreign  Property  1961  is  a  basic  reference 
in  this  area.  For  a  more  recent  view  see  Doman  1970  and  Landau  1972. 
While  questions  of  law  are  certainly  important,  at  least  one  author  has  con- 
cluded that,  "In  the  contrived  clash  between  the  contractual  rights  and 
security  of  private  investments  and  the  proclaimed  invulnerable  soveriegn 
right  of  the  capital  Importing  states  to  seize  possession  and  transfer 
title  of  foreign  property  to  the  state,  traditional  international  law  offers 
little  economic  relief  to  the  former  owner,"  (Doman  1970:322), 

4.  With  the  exception  of  the  petroleum  sector,  industry  was  defined  on  the 
basis  of  a  three  digit  SIC  code. 

5.  Most  of  the  "returns"  were  in  Indonesia,  Argentina  and  Chile  after  the 
disposition  of  the  Sukarno,  Peron  and  Allende  regimes  respectively, 

6.  This  is  an  approximation  since  the  total  number  of  firms  taken  was  not 
available  for  a  few  of  the  acts.   1521  firms  are  known  to  have  been  taken 
in  497  acts.  For  the  14  acts  in  which  the  number  of  firms  is  unknown,  we 
have  assumed  (conservatively)  the  median  and  mode  of  one  firm/act. 


The  estimate  was  made  by  adjusting  the  7778  subsidiaries  of  U.S.  firms 
reported  in  the  Department  of  Commerce's  benchmark  study  of  direct  invest- 
ment abroad  in  1966  for  the  U.S.  share  of  total  FDI  in  1967  and  the  increase 
in  FDI  in  the  LDCs  from  1967  to  1973,   Sources  are  OECD,  1972  and  United 
Nations,  1973,  A  comparison  with  previous  estimates  reinforces  the  tentative- 
ness  of  findings,  Williams  found  that  the  book  value  of  expropriations  in 
the  LDCs  from  1967-72  amounted  to  7,8%  of  end  of  period  stocks  plus  ex- 
propriated assets.   (His  estimate  for  1956-72  is  18,8%;  however  the  social- 
ization of  the  Cuban  economy  is  included.)  Hufbauer  and  Bigg  estimate  gross 
expropriations  of  U.S.  property  in  the  LDCs  from  1965-70  at  3.2%  of  the 
total  value  of  U.S.  FDI.   See  Hufbauer  and  Bigg  197  :     and  Williams  1975:266. 

Testing  for  differences  in  proportions,  Z  =  11.42. 

In  addition  to  data  problems  (eg.  comparing  book  value  and  the  number  of 
subsidiaries)  the  choice  of  universe  parameters  involves  conceptual  diffi- 
culties. At  what  point  in  time  should  the  cross-section  be  taken?   (The 
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data  base  covers  the  period  1960-76.)  The  distribution  of  FDI  by  home  country, 
host  country  and  sector  are  all  clearly  shifting  over  time.  We  would  suggest 
that  the  early  70s  (1971-2)  is  a  reasonable  choice  for  several  reasons. 
First,  it  preceeds  about  half  of  the  acts.   Second,  it  is  reasonable  to 
hypothesize  that  new  investment  (ie.  that  flowing  after  1972)  is  unlikely 
to  be  the  object  of  forced  divestment  by  1976,   Third,  there  is  a  causal 
relationship  between  "sample"  and  "universe";  the  sectoral  distribution 
of  the  latter  is,  to  some  extent,  a  function  of  that  of  the  former.  Thus, 
the  extensive  forced  divestment  of  petroleum  firms  in  the  early  70s  (versus 
total  of  FDI  in  such  firms)  would  make  the  sectoral  distribution  of  FDI  in 
1976  an  inappropriate  base  of  comparison,   (For  example,  the  percentage 
of  U.S.  FDI  in  the  petroleum  sector  declined  from  40%  in  1968  to  21%  in 
1976,  partially  due  to  an  absolute  decline  of  21%  in  the  book  value  of  in- 
vestment.) 

10.  According  to  the  U.S.  Department  of  Commerce's  1966  benchmark  study,  the 
average  U.S.  petroleum  and  mining  firm  was  5-6  times  as  large  as  that  in 
manufacturing.   (Reported  in  U.N,  1973:  141). 

11.  Hawkins  et  al  (1976),  analyzing  170  foreign  takeovers  of  U.S.  firms  from 
1946-60  reported  the  following  sectoral  distribution: 

Extractive  (includes  agric)  41% 

Manufac.  &  Distribution  30% 

Finance  &  insurance  19% 
Transportation,  communication 

&  utilities  10% 

12.  The  five  heavy  takers — Algeria,  Chile,  Ethiopia,  Peru  and  Tanzania — 
each  took  firms  in  between  6  and  8  sectors  in  a  relatively  concentrated 
time  period. 

13-  If  the  share  of  acts  attributable  to  the  five  classes  of  "takers"  is  com- 
pared for  the  periods  of  1960-65  and  1966-76  one  finds  a  significant  increase 
over  time  for  both  very  light  "takers"  (1-3  acts  per  country)  and  heavy 
"takers"  (21  or  more)  and  a  relative  decline  in  each  of  the  intermediate 
classes.   It  can  be  assumed  that  the  very  light  takers  are  quite  selective 
and,  as  noted  above  the  heavy  takers  forced  divestment  across  a  broad  range 
of  sectors. 

L4.  Hawkins  et  al  reported  an  increase  in  the  manufacturing  sector's  share  from 
27%  in  1961  to  1971  to  40%  in  1972-3  and  a  decline  in  the  extractive  sector's 
share  from  50%  in  1961-66  to  39%  in  1967-71  and  37%  in  1972-73,   The  fact 
that  Hawkins  data  base  included  only  U.S.  firms  does  not  account  for  the 
difference.  A  tabulation  of  only  those  acts  in  which  one  or  more  U.S.  firms 
are  involved  shows  the  manufacturing  sector  accounted  for  24%  of  all  of 
those  takings  in  1960-69  and  26%  in  1970-76.  See  Hawkins  1976:  9. 
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shore  of  the  extrLtiv 'sector7 rTsel a  bit  LlTV™?^™ '     In  faCt«    the 
to  48%  in  1970-76)   and  %W      *  *  *  sharPlv   <fr°«  37%  in  1960-69 

(21%  versus   19%)  '  °f  manufacturing  actually  declines  marginally 

According  to  BusinessWeek ' s   1977  Survpv  nf  r  *,  n  „        j. 

Beverages  and' Tobacco  industries   spenH. 5%  o/sLTon^  D  *  ^  ^ 

industry  average  of  1.9%   (Businessweek   7A,°l*tlV  °*  *  &  °  Ver8US  an  a11 

According  to  Business  Week's   1977  Survev     t-ho  ^„„  4    j 

sales  on  R  &  D  and  the  chemical   indn^S  ??  8  indu8try  8Pends  4-9%  of 

average  of  1.9%   (Business 'SMte?'"  ^^^  t0  8n  a11   ind^ry 

equal   to  the  percental*  of  flltt  <      -J  Separatf  v-xLble  and  assigned  a  value 
sis  revealed  ?hat  the^ast  ma^oritv  ofVS   '     '"f  ^   f0rm*      H°WeVer'   ana1^ 
of  each  variable  was   either  0  or   10V?  V  I     TT  homoS*™™*'>    *••.    the  value 
two  categorical  variables  were  created ^  *  ^iSiSHS  of  96%  of  the  acts.      Thus, 
the  value  of  the  approp, -a" vari* XaleZTtTlSJ^  ^  S  'T^   if 
Peting"  variable  e.ualled  7,%.      Only  ,£  oTS.*  S'^   wX^ali- 

the'r^d^o8^  ma^na™)  ETtE.'  be"  °f  ^T^'   «-  totals   (i.e. 
parts   (i.e.    the  row  or^n  Si".      Se"  tabH     '  ^  ^   ^  °f  ** 

on8ai9n68:i9718aata°"  Soever"6  Inlhif  T^"6  'T^"  ^   f°"ed  »»«*• 
the   long  term  shift   £  tSds   j   Jn     ve1^'   t   '"   l8   «»?«"«v.  and 
understate   the  vulnerability  0^1^222  ;«bSSirS.r"ttlt"  "7  ^S^ 

^^XtrM^lto  Wi  be  associated 
we  only  have  data  for  47%  of  acts  1L   ll     ?! llzat±a»  or  f°rcad   sales.      While 
tabulation  of  the  type  and      reason  ?or  taking   ""  ^  ?**  tenta"ve,   a  cross 
(and  45*  of  contract   renegot lat ion B)   Lt       ^         ^  th&t  *2*  of   interventions 

32tt        ££  H?  significantly  lower  share  of  forced  sales    (11  versus 
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23.  To  test  the  latter  proposition,  an  Index  representing  the  number  of  links  per 
act  divided  by  the  total  number  of  firms  in  each  act  was  computed  for  each  of 
the  four  major  home  countries.   (Obviously,  only  for  those  acts  in  which  a  given 
investors  firms  were  taken.)   Statistics  for  this  index  are  as  follows: 


Mean 

US 

.89 

UK 

.80 

France 

.80 

Netherlands 

.59 

Median 

Mode 

1.00 

1.00 

1.00 

1.00 

1.00 

1.00 

.50 

1.00 

The  lower  values  of  mean  and  median  for  the  Netherlands  reflects  its  two  large 
bi-national  firms;  Unilever  &  Royal  Dutch  Shell. 

24.  The  share  of  total  acts  of  each  region  is  divided  by  its  share  of  total  FDI 
resulting  in  a  factor  reflecting  vulnerability  of  FDI  in  that  region  to  forced 
divestment.   The  FDI  (year  end  1967)  for  each  investor  country  in  each  region 
(as  well  as  the  total  by  region)  is  then  weighted  by  its  appropriate  factor 
and  a  new  percentage  (home  country  of  total)  is  computed. 

25.  The  index  is  computed  as  follows  for  each  investor  country: 


/ 


(T  -  I  ■)   (  \) 

11      A 


where  T  and  I.  are  the  investor's  percentage  of  takings  and  FDI  in  region  i, 
A  is  the  number  of  acts  in  region  i  and  A  is  the  total  number  of  acts. 

26.  The  assignments  are  obviously  rough  approximations,  with  significant  within 
group  differences.   They  do,  however,  serve  the  purposes  of  this  analysis. 
Banks  and  Jordan  (1975)  was  used  as  a  reference  for  coding. 


LA 


Asia                   54  10.6 

Africa                 219  42.8 

Mid  East                97  19  q 

5T1  i"bir 


a  Source  -  OECD  1972 


TABLE  1 


Acts  by  Region 

^5_ Stock  of  FDI(a) 

Yearend  1967 

#      <*>  (%) 

141       27.6  57 

13 


15 
15 


TABLE  2 


Acts  Over  Time 


Year                     %  of  Total  Acts  Cum.  X 

60-67  19.3  19.3 

68  2.6  21.9 

69  4.7  26.6 

70  9.5  36.1 

71  10.1  46.2 

72  10.8  57.0 

73  5.7  62.7 

74  13.4  76.1 

75  16.4  92.5 

76  7.5  100.0 


TABLE  3 


The 

Distribution 

of  Acts 

by  Sector 

Sector 

# 
46 

Acts 

% 

9 

Stock  of  FDI*b* 
Year  end  1967 

Firms/Act 

Agriculture 

1 
6 

9.3 

Mining 

64 

13 

11 

1.5 

Petroleum 

95 

19 

33 

2.4 

(Total  extrac- 

tive) 

(205) 

(41) 

(50) 

(3.7) 

Manufacturing 

131 

27 

30 

1.9 

Transport  & 

Communications  31 

6 

NA 

1.7 

Utilities 

31 

6 

5 

1.2 

Trade 

22 

5 

8 

1.9 

Banking 

39 

8 

2 

6.0 

Insurance 

19 

4 

NA 

6.1 

Construction 

6 

1 

NA 

1.5 

Svcs 

10 
494(a 

2 
.   100 

NA 

2.7 
3.1 

a  Industry  data  is  missing  for  17  Acts 
b  Source:   OECD  1972 


TABLE  4 


Sectoral  Distribution  of  Acts  by  Class  of  Taker 


Class 


light 
11=21 


(No.  of  countries)  44 


rel. 
light 
(6-10) 

16 


rel. 

heavy 

(11-20) 

11 


heavy 
21+ 


All 


76 


Sector 

(Percent) 

Agriculture 

7 

12 

8 

10 

Mining 

16 

12 

15 

9 

Petroleum 

36 

19 

16 

9 

(Total  extrac- 
tive) 

(59) 

(A3) 

(39) 

(28) 

Manufacturing 

11 

22 

24 

48 

Utilities 

10 

7 

3 

6 

Trade 

1 

4 

7 

4 

Banking 

11 

8 

8 

5 

Insurance 

3 

6 

6 

1 

Total 

100 

100 

100 

100 

9 
13 
19 

(41) 
27 
6 
4 
8 
4 

100 


TABLE  5 


The  Percentage  of  Acts  by  Sector  Accounted  for  by  Light  and  Heavy  Takers 


light 
(1-5) 

heavy 
(21+) 

(X) 

Sector 

Agriculture 

6% 

307. 

Mining 

25 

19 

Petroleum 

39 

13 

Manufacturing 

8 

48 

Utilities 

32 

26 

Trade 

5 

27 

Banking 

28 

18 

Insurance 

10 

10 

All  Sectors 

20% 

277o 

Class Concentration  Index 

(#  of  : countries raccoanting 
for  507.  of  Acts) 

(#) 


6 

7 

15 

6 

7 

4 

10 

11 

13 


TABLE 

6 

Sectoral  Distribution 

of  Acts  by  Time  Period 

7o  of  All 

Act  8 

Sector 

1960-69 

1970-76 

1960-76 

Agriculture 

9 

9 

9 

Mining 

12 

13 

13 

Petroleum 

16 

20 

19 

Manufacturing 

25 

28 

27 

Transportation  and 
Communication 

7 

6 

6 

Utilities 

10 

5 

6 

Trade 

7 

3 

5 

Banking 

7 

8 

8 

Insurance 

6 

3 

4 

Svc  and  Construction 

1 

5 

_3 

Total 

1007» 

100% 

100% 

TABLE  7 


Takeovers  of  Manufacturing  Firms  in  LDCs 


7.  Mfg.  Acts 

* 
15.1 

** 
6.5 

* 
2.9 

6.5 

0.7 

5.0 

2.2 

5.8 

1.4 

1.4 

3.6 

2.2 

9.4 

0.7 

4.3 

8.6 

2.9 

5.8 

0.7 

1.4 

0.7 

3.6 

a  Source,  James  Vaupel  and  John  Curhan,  The  Worlds  Multinational  Enterprise 
(Boston:   Division  of  Research,  Graduate  School  of  Business  Administration, 
Harvard  University,  1973). 
*  Significant  at  .05 
**  Significant  at  .01 


Industry 

%  Mfg.  FDI 
1968/71^ 

Food  products 

10.3 

Beverages 

2.4 

Tobacco 

1.0 

Textile  and  Apparel 

5.5 

Furniture  and  Fixtures 

0.3 

Pulp  and  Paper 

3.2 

Printed  Matter 

1.3 

Chemical  -  general 

9.1 

Plastics  and  Synthetics 

3.4 

Drugs 

6.7 

Soap  and  Cosmetics 

3.4 

Tires 

1.5 

Leather  and  Footwear 

0.2 

Glass  Products 

0.6 

Cement/stone  clay 

1.5 

Basic  Metals 

6.1 

Fabricated  Metals 

4.1 

Machinery 

5.1 

Electric  Light  and  Wiring 

1.5 

Radio,  TV  and  Appliances 

2.7 

Communications  Equipment 

1.4 

Motor  Vehicles  and  Equipment 

4.9 

TABLE  8 


The  Ownership  Structure  of  Takings 


Equity 
+85% 
50-84% 
-50% 


TOTAL 


(b) 


%  of  Acts(a) 
Ownership  Structure 


Sub 

JVGov 

JVLoc 

JVFor 

JVCons(c) 

73 

0 

0 

8 

0 

0 

7 

2 

1 

1 

0 

3 

0 

0 

0 

TOTAL 


83 
11 

4 


(b) 


73 


11 


a  N=366 

b  Totals  include  acts  classified  as  ambiguous  on  either  equity  or  structure 
(see  fn  19). 

c  Consortium,  i.e.  joint  venture  of  two  or  more  foreign  firms  and  the  local 
government. 


TABLE  9 


Equity  Structure  of  Takings  and  FDI  in  the  Manufacturing  Sector 


%   of(a) 
Takings y   ' 

7o  of  (M 
Subsidiaries^  ' 

Wholly  owned 

70% 

48% 

Maj.  JV 

237. 

30% 

Min.  JV 

7% 

22% 

a  Adjusted  for  ambiguous  cases 

b  Source:   Worlds  Multinational  Enterprise  1973   US  subsidiaries 
are  reported  as  of  1/1/68  and  non-US  as  of  1/1/71. 


TABLE 

10 

Joint 

Ventures  with 

the 

Government 

%  o 

f  Acts 

WGOV(a) 

All  Acts 

Extractive 

25% 

41% 

Manufacturing 

38% 

27% 

Construction 

8% 

1% 

Transportation  and 
Communicat  ions 

20% 

6% 

Utilities 

3% 

6% 

Banks 

5% 

8% 

a     N«40 


TABLE  11 


Type  of  Taking  by  Sector  and  Region 


Type  of  Taking  (%) 


Sector 

NAT. 

Agriculture 

57 

Mining 

43 

Petroleum 

46 

Manufacturing 

47 

Utilities 

39 

Trade 

57 

Bank 

55 

Insurance 

74 

SVC  and  Const 

63 

Trans  and  Commun 

58 

All 

50 

Region 

LA 

39 

Asia 

67 

Africa 

56 

Mid  East 

41 

All 

50 

INT. 

5 

2 

6 
18 

4 
14 

0 
11 
25 

8 


14 

14 

3 

_15 
9 


SALE 
30 
37 
35 
31 
50 
29 
42 
16 
6 
23 
32 


CONT 

9 
19 
14 

4 

7 

0 

3 

0 

6 
12 
8 


33 

14 

10 

10 

36 

4 

35 

9 

32 

8 

TABLE  12 


The  Distribution  of  Takings  by  Home  Country 


Country 

U.S. 

U.K. 

France 

Netherlands 

Italy 

Canada 

Belgium 

Germany 

Japan 

Switzerland 


%  of  Takings 

40 

22 

10 

8 

4 
3 
2 

1 

1 
1 


(a) 


%(b) 

FDI,  Yearend 
1967 

50 

20 

8 

5 

2 

4 

2 

3 

2 

2 


x; 


2x; 

• 

b  Source,  OECD  1972 


where  X  =  Number  of  "Acts"  in  which  there  Is  one  or  more 
links  with  country  i 


TABLE  13 


Takings  by  Home  Country  Versus  Weighted  Share  of  FDI 


United  States 
United  Kingdom 
France 
Netherlands 
Italy 


7.  Takings 

40 
22 
10 

8 

4 


Weighted 
Share  FDI  (7,) 

39 

27 

12 

5 

3 


Index  of  Vulnerability 


United  States 

-  .33 

United  Kingdom 

+4.93 

France 

1.65 

Netherlands 

-2.56 

Italy 

-1.32 

Table  14 


Takings  by  Home  Country  and  "Sphere  of  Influence" 


United  States 
United  Kingdom 
France 
Netherlands 
Belgium 


U.S.  Influence 

7.  Takings  %  FDI 

73  67 
7  6 

3  3 

3  5 

1  1 


UK  Influence 

7.  Takings      X   FDI 

30  33 

41  52 

5  2 

12  4 


United  States 
United  Kingdom 
France 
Sether lands 
Belgium 


French  Influence 

7.  Takings  7.  FDI 

25  16 

13  6 

37  66 

9  5 

2  1 


Belgian  Influence 

7,  Takings  %  FDI 

14  2 

14  1 

0  1 

7  4 

50  88 


TABLE  A-l,  p.  1 


Countries 

Grouped  by  Number  of  Acts 

#  Acts 

1-5 
Gambia 

6-10 

11-15 

Antigua 

Argentina 

Angola 

Bolivia 

Guinea 

Ecuador 

Congo,  P.R. 

Brazil 

Kenya 

Guyana 

Ghana 

Colombia 

Liberia 

Jamaica 

Malagaysay  R. 

Costa  Rica 

Malwi 

Mexico 

Sudan 

Dominican  R. 

Senegal 

Trinidad 

Uganda 

El  Salvador 

Sierra  Leone 

Venezuela 

Iraq 

Haiti 

Swaziland 

Bangledesh 

Lybia 

Honduras 

Somalia 

Burma 

Morocco 

Guatemala 

Togo 

India 

Panama 

Abu  Dahbi 

Sri  Lanka 

Surinam 

Baharen 

Central  African 

Republic 

Afganistan 

Daub £ i 

Mozambique 

Cambodia 

Iran 

Nigeria 

Malaysia 

Kuwait 

Zaire 

Nepal 

Lebanon 

Egypt 

Pakistan 

Oman 

Philipines 

Qutar 

Thailand 

Saudi  Arabia 

Benin 

Syria 

Chad 

Yeman 

Gabon 

Mauritania 

57.9 


20.0 


7o  of  Countries 
21.1 

%  of  Acts 
23.7 


11.8 


21.7 


TABLE  A-l,  p.  2 


16-25 26-30 31-50 

Indonesia  Peru  Chile 

Ethiopia  Tanzania  Algeria 
Zambia 


%  of  Countries 
3.9  2.6  2.6 

%  of  Acts 
11.9  10.6  12.1 


TABLE  A- 2 


General  Sources  of  Data 


The  African  Dtary 

The  African  Reporter 

Africa  Research  Bulletin 

Arab  Report  and  Recorder 

Asia  Research  Bulletin 

Asian  Recorder 

Barclay's  Banking  Almanac 

Business  International 

Business  Asia 

Business  Europe 

Business  Latin  America 

Business  International,  Investing  Licensing  and  Trading  Abroad 

Directory  of  American  Firms  Operating  in  Foreign  Countries,  1967,  1975 

Economist  Intelligence  Unit:   Quarterly  Economic  Review,  various  countries  and  issues 

Facts  on  File 

Kessing's  Contemporary  Archives 

New  York  Times 

Rand  McNally  International  Bankers  Directory 

Wall  Street  Journal 

Who  Owns  Whom  -  various  editions 

U.S.  Department  of  State;  Bureau  of  Intelligence  and  Research:   "Nationalization, 
Expropriation  and  Other  Takings  of  United  States  and  Certain  Foreign  Property 
since  I960,"  November  30,  1971 

"Disputes  Involving  United  States  Foreign  Direct  Investment,  July  1,  1971- 
July  31,  1973" 

"Disputes  Involving  United  States  Foreign  Direct  Investment,  August  1,  1973- 

January  31,  1975" 

"Disputes  Involving  United  States  Foreign  Direct  Investment,  February  1,  1975- " 


TABLE  A- 3 


Home  Countries 


Australia 

* 
Belgium 

* 
Canada 

* 
France 

Greece 

India 

Indonesia 

Israel 

* 
Italy 

Japan 

Kenya 


Morrocco 

* 
Netherlands 

Pakistan 

.'or 

Portugal 

Rhodesia 

Spain 

Sweden 

South  Africa 

* 
Switzerland 

•t 
United  Kingdom 

* 
United  States 

* 
West  Germany 


Coded  individually 
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